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ENGROSSED SUBSTI TUTE HOUSE BI LL 2816

State of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By House Conmttee on Financial Institutions & Insurance (originally
sponsored by Representatives Schual -Berke, Benson, Sinmpson, G,
Cibborn, Linville, Mrrell, Edwards and Kagi; by request of
| nsurance Comm ssi oner)

READ FI RST TI ME 02/ 06/ 04.

AN ACT Relating to cancellation and nonrenewal of nedical
mal practice liability insurance policies; and anmending RCW 48.18. 290
and 48. 18. 2901.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW48.18.290 and 1997 ¢ 85 s 1 are each anended to read
as follows:

(1) Cancellation by the insurer of any policy which by its terns is
cancel lable at the option of the insurer, or of any binder based on
such policy which does not contain a clearly stated expiration date,
may be effected as to any interest only upon conpliance with the
fol | ow ng:

(a)(i) For policies other than nedical nalpractice liability
i nsur ance: Witten notice of such cancellation, acconpanied by the
actual reason therefor, nust be actually delivered or mailed to the
named insured not less than forty-five days prior to the effective date
of the cancellation ((execept—for—cancelHation—oef—insurance—polieies
for)) L

(ii) For policies that provide nedical malpractice liability
i nsur ance: Witten notice of such cancellation, acconpanied by the
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actual reason therefore, nust be actually delivered or mailed to the
naned i nsured not |less than ninety days prior to the effective date of
the cancellation;

(iii) For policies canceled due to nonpaynent of prem uns,
((whieh)) witten notice ((shall—be)) nust be actually delivered or
nailed to the naned insured not |ess than ten days prior to ((sueh—date
and except for cancellation of fire insurance policies)) the effective
date of the cancellation; and

(iv) For fire insurance policies canceled under chapter 48.53 RCW
((whieh)) witten notice ((shalH—noet—be)) nust be actually delivered or
nmailed to the naned insured not less than five days prior to ((sueh
date)) the effective date of the cancellation

(b) Like notice nust also be so delivered or mailed to each
nort gagee, pledgee, or other person shown by the policy to have an
interest in any | oss which may occur thereunder. For purposes of this
subsection (1)(b), "delivered" includes electronic transmttal
facsimle, or personal delivery.

(2) The mailing of any such notice shall be effected by depositing
it in a sealed envelope, directed to the addressee at his or her | ast
address as known to the insurer or as shown by the insurer's records,
with proper prepaid postage affixed, in a letter depository of the
United States post office. The insurer shall retainin its records any
such itemso nailed, together with its envel ope, which was returned by
the post office upon failure to find, or deliver the mailing to, the
addr essee.

(3) The affidavit of the individual making or supervising such a
mai ling, shall constitute prima facie evidence of such facts of the
mailing as are therein affirned.

(4) The portion of any premum paid to the insurer on account of
the policy, unearned because of the cancellation and in amunt as
conmputed on the pro rata basis, nust be actually paid to the insured or
other person entitled thereto as shown by the policy or by any
endor senent thereon, or be nmailed to the insured or such person as soon
as possible, and no |later than forty-five days after the date of notice
of cancellation to the insured for honeowners', dwelling fire, and
private passenger auto. Any such paynent may be nade by cash, or by
check, bank draft, or noney order.
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(5) This section shall not apply to contracts of life or disability
i nsurance w thout provision for cancellation prior to the date to which
prem uns have been paid, or to contracts of insurance procured under
t he provisions of chapter 48.15 RCW

Sec. 2. RCW48.18.2901 and 2002 ¢ 347 s 1 are each anended to read
as follows:

(1) Each insurer shall be required to renew any contract of
i nsurance subject to RCW 48.18.290 unless one of the follow ng
situations exists:

(a) The insurer gives the nanmed insured at |east forty-five or
ninety days' notice in witing as provided for in RCW48.18.290(1) (a)
(i) or (ii), that it ((prepeses—to+refuseto+renew)) wll not renew the
i nsurance contract upon its expiration date; and sets forth in that
witing the actual reason for refusing to renew,

(b) At |east twenty days prior to its expiration date, the insurer
has comruni cated, either directly or through its agent, its wllingness
to renew in witing to the naned insured and has included in that
witing a statenent of the anount of the prem um or portion thereof
required to be paid by the insured to renew the policy, and the insured
fails to discharge when due his or her obligation in connection wth
t he paynent of such premiumor portion thereof;

(c) The insured has procured equivalent coverage prior to the
expiration of the policy period,

(d) The contract is evidenced by a witten binder containing a
clearly stated expiration date which has expired according to its
terns; or

(e) The contract clearly states that it is not renewable, and is
for a specific line, subclassification, or type of coverage that is not
offered on a renewabl e basis. This subsection (1)(e) does not restrict
the authority of the insurance comm ssioner under this code.

(2) Any insurer failing to include in the notice required by
subsection (1)(b) of this section the anount of any increased prem um
resulting from a change of rates and an explanation of any change in
the contract provisions shall renew the policy if so required by that
subsection according to the rates and contract provisions applicable to
the expiring policy. However, renewal based on the rates and contract
provisions applicable to the expiring policy shall not prevent the
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i nsurer from maki ng changes in the rates and/or contract provisions of
the policy once during the termof its renewal after at |east twenty
days' advance notice of such change has been given to the naned
i nsur ed.

(3) Renewal of a policy shall not constitute a waiver or estoppel
with respect to grounds for cancellation which existed before the
effective date of such renewal, or with respect to cancellation of fire
policies under chapter 48.53 RCW

(4) "Renewal" or "to renew' neans the issuance and delivery by an
insurer of a contract of insurance replacing at the end of the contract
period a contract of insurance previously issued and delivered by the
sane insurer, or the issuance and delivery of a certificate or notice
extending the term of a contract beyond its policy period or term
However, (a) any contract of insurance with a policy period or term of
six months or |ess whether or not nmade continuous for successive terns
upon the paynent of additional premuns shall for the purpose of RCW
48.18. 290 and 48. 18. 293 t hrough 48. 18. 295 be considered as if witten
for a policy period or termof six nonths; and (b) any policy witten
for a termlonger than one year or any policy with no fixed expiration
date, shall, for the purpose of RCW 48.18.290 and 48.18.293 through
48. 18. 295, be considered as if witten for successive policy periods or
ternms of one year.

(5 A mdterm blanket reduction in rate, approved by the
comm ssioner, for nedical mal practice insurance shall not be considered
a renewal for purposes of this section.

~-- END ---
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